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Free-market reforms that were held up in the 1980s as the solution to Latin America's poverty
and inequality have failed to improve the lives of most of the region's inhabitants, concluded
representatives of governments and international institutions attending the first regional follow-up
conference to the UN's 1995 Social Development Summit in Copenhagen. The conference took place
in Sao Paulo, Brazil, April 6-9. (For background on the Copenhagen summit, see NotiSur, 02/09/95
and 03/23/95.)
Two years after the Copenhagen summit, "persistent poverty" is still widespread in Latin America,
while greater access to communications has only increased people's frustrated expectations,
according to a report prepared for the meeting by the Santiago-based UN Economic Commission
for Latin America and the Caribbean (ECLAC). The 217-page ECLAC report, entitled "The Equity
Gap," was presented by the commission's executive secretary, Gert Rosenthal. The UN agency
estimated that an annual economic growth rate of at least 6% is needed for the region "to catch up in
technological and social development." Nevertheless, in the first five years of this decade, regional
growth averaged only about 3% annually.\
Moreover, the report warns that growth alone will not guarantee more equitable distribution of
wealth if it does not generate productive employment and better salaries, and if it is not linked
to more efficient social policies. An effective reduction in the equity gap "demands an approach
that integrates economic and social policy in a mutually supportive relationship and permits
complementarity between measures to encourage competitiveness and measures to promote
social cohesion," said the ECLAC study. "Although they may seem in conflict in the short run,
public policy can benefit from the many points of complementarity between economic and social
measures."

Income distribution remains a major problem
ECLAC reports that income distribution has become even more skewed over the past few years
because of insufficient generation of jobs, enormously varying production levels among sectors,
and globalization. The persistently skewed income distribution has meant that any progress made
in economic recovery in the 1990s has largely favored the top levels of the socioeconomic pyramid.
"The share of total wealth of the 10% of homes with the highest incomes tended to rise from 1990 to
1994, while that of the poorest 40% remained steady or even dropped," stated the report. "The issue
of distribution is even more complex than that of poverty," said Colombia's Minister of Finance and
Public Credit, Jose Antonio Ocampo.
One of Latin America's biggest problems, he added, is that "84% of jobs are in the informal
market," which does not contribute to social security or other tax income. "Legalizing" the informal
economy, which encompasses 56% of Latin American urban workers, could significantly increase
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the number of jobs in the region, according to ECLAC. But legalizing the millions of micro and
small businesses that are on the margin of the law requires that lines of credit be made available so
they can modernize and acquire technology. It also calls for government programs that will offer
training and assistance. "The idea is not to convert them into large businesses, but into productive
and modern ones," said Rosenthal. "That would oblige them to improve the conditions of their
workers and would enable them to open millions of new positions. This isn't about legalizing
underemployment, such as street vendors, but rather small businesses that already have a place to
operate and minimal infrastructure." Twelve million more people entered poverty from 1990-1994
ECLAC's 1996 Social Panorama for Latin America, drawn up in conjunction with other UN agencies,
said that Argentina, Bolivia, Mexico, Panama and Peru, whose poverty rates peaked in 1990, showed
significant improvement by 1994.
But in the wake of the late-1994 collapse of the Mexican peso, recession struck Argentina and
Uruguay (see NotiSur, 02/23/95, 03/16/95, 05/25/95, 01/18/96). Both Mexico and Argentina suffered a
social relapse, due to a plunge in production and skyrocketing unemployment. Crisis also marked
the Venezuelan economy in 1995 and 1996, with a high inflation rate and increasing poverty.
Analyzing progress by country, the success of Brazil's stabilization plan particularly stood out,
while Chile and Peru were also able to cut their poverty thanks to growth in production. Although
regional poverty dropped from 41% to 39% between 1990 and 1994, it rose in absolute terms from
197.2 million people to 209.3 million.
Before the debt crisis of the 1980s began, Latin America had 135.9 million poor, equivalent to 35% of
the total population. Extreme poverty, or indigence, which affected 15% of the regional population
in 1980, rose to 18 percent by 1990, but then dropped by only one percentage point between 1990
and 1994. According to international criteria, homes unable to afford the cost of two basic consumer
baskets of food are considered poor, and those that cannot afford even one are indigent.
"In Latin America, one out of six homes is still unable to satisfy its basic dietary needs, even if they
dedicate all of their scarce income to that end," said the ECLAC study. The scant progress in fighting
poverty confirms ECLAC's warnings that the region has not recovered the social development trend
seen prior to the "lost decade" of the 1980s. ECLAC cites several explanations, ranging from rigid
wage structures in several countries to still low social spending, especially in education, in many
nations.
Looking at what has taken place in the region since the Copenhagen summit, delegates to the Sao
Paulo conference determined that moderate increases in growth, progress toward macroeconomic
stability, access to foreign financing, and diversification of exports have created economic conditions
in a majority of the countries that favor a further increase in social investment. Little has been
accomplished, however, in such areas as eradication of poverty, generation of employment, and
social integration. Representatives recognized that economic globalization aggravates the region's
social problems.
Globalization provokes profound transformations in the "traditional spheres of socialization,
which are the family, the community, and the school," read the conference's final document, The
Consensus of Sao Paulo. Globalization "aggravates the situation of the most vulnerable groups
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because it increases inequalities and makes access to jobs more difficult." Conference participants
pledged to increase efforts toward development and social equity and to bolster the trend toward
increased social spending. The final document proposed 16 recommendations to enable the
governments to fulfill the commitments made in Copenhagen. Government representatives
agreed to prioritize the social agenda, include civil society in discussion of policies aimed at
fighting poverty, promote "environmentally sustainable human development," and carry out the
commitments made by their governments at other UN-organized summits. Participants called for
another regional follow-up meeting in two years to continue to analyze advances and obstacles in
social development. (Sources: Spanish news service EFE, 04/08/97, 04/09/97; Inter Press Service,
03/31/97, 04/04/97, 04/07/97, 04/10/97; Chicago Tribune, 04/12/97)
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